-2400 Division of Internal Audits

2401 Overview

The Division of Internal Audits (Division) consists of:

1.

I -interpal-AuditsExecutive Branch Audits — audits agencies’ programs and
state wide processes, such as contracting, debt collections and use of federal

funds, to |mprove eff|C|ency and effectlveness Audﬂs—stafée—\mde—ereeesses—sueh

AddLHenaMy,—Ln%emal—AudﬂeI%eee%eBra%h—Audns reviews the |mplementat|on

status of Legislative audit recommendations. Trains agency personnel in internal
controls and assists agencies with developing written fiscal policies and

procedures.

2.

3—Poest-Compliance Review -— examines_agencies’ internal processes; and

transactions and-internal-processes-to determine ageney’s-adeguacy of internal
controls and compliance with fiscal laws, regulations; irternal-control-standards;

and guidelines.

2402 internal- AuditsExecutive Branch Audits

Audits

1.

1-NRS 353A.075 %%O?%prowdes WhICh records and mformatlon must be made
available to

2.

3—NRS 353A 085 353#9850uthnes the subm|SS|on of prellmlnarv f|nd|nqs and

recommendations to the audited agency and the timeframe for and contents of the
aqencv response to the findings and recommendatlons AqenC|es should Within

include a- -
ﬁndmgs—and—a tlmetable for addressmg |mplementat|on of any—ﬁndmes—eHhe

recommendations_in their response. This statute also provides that a final report
be submitted to the Executive Branch Audit Committee (Committee) and the head
of the audited agency.

NRS 353A.055(2) 353A-055(2)}-addresses limitations of the Division to provide

certain services.
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4. NRS 353A.085(3) 353A-085(3)—and 353A.100 353A100—provide for the
confidentiality of reports and working papers of the Division.

Follow-ups
5-NRS 353A.090 353A-090-requires twithin six months after the audit report is submitted

the Administrator of the Division (Administrator) to inform the Executive Branch Audit
Committee and the head of the audited agency if appropriate corrective actions are being
taken. In order to meet the statutory deadlines, forty-five (45) days prior to the six month
reporting deadllne Wan#a%mmhs—aﬁepﬂm—nn&Hepen—ls—s&bm&ed—&nd—annuauy
i the agency will provide
a recommendatlon status report W|th supportlng documentatlon to the AdministratorChief
ofthe Division-of-Internal-Audits. The report should outline the actions taken to implement
each rrecommendation. Additionally, when recommendations are not fully implemented,
the agency shaII prowde rewsed dates of completlon —-Fhe—DMSIGH—Gf—lH-'EeFH&I—AHdHS—MH

mqplememeeLeFde-emeeLn{Hengepapphe&ble—Recommendatlon status shall be descrlbed
as:

a. a—Fully implemented — the agency took all actions necessary to satisfy the
recommendation as of the date of the status report.

b. b—Partially implemented — the agency took some actions to satisfy the
recommendation, but not all necessary actions to implement the audit
finding as of the date of the status report.

b—No action — the agency did not take any action on the recommendation as
of the date of the status report.

C.

—The Division will continue to follow-up with the agency annually until
recommendations are fully implemented or deemed no longer applicable. The
Administrator will report the results of annual follow-ups to the Committee and the
head of the audited agency.

Training and Internal Controls

1. Provides trainings to agency personnel respon5|ble for admlnlstratlnq budgetary

accounts pursuant to NAC 353A.100. Training results are summarized in a
separate report to each agency.
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1—Develops, documents, and maintains the uniform system of internal accounting
and administrative controls as required by NRS 353A.020.

2.

2—Assists agencies with designing policies and procedures that comply with the
uniform system of internal accounting and administrative controls as required by
NRS 353A.020.

|00

4. Reviews agencies’ submitted Report on Internal Controls, summarizes results and
reports as required by NRS 353A.025.5-

State Fraud, Waste, and Abuse Hotline
Incidences of fraud, waste, and abuse involving public funds can be reported on
the confidential Hot Line (775-687-0150). This hotline, established pursuant to
NRS 353A.049, is to be used to report fraud, waste, or abuse of state money, or
federal money received and distributed by a state agency.— Callers should leave
a detailed message and contact information. The identity of the caller will remain

confidential.
hibited Acts

2404 Implementation of Legislative Audit
Recommendations

. | I iclat litor.
1. 4-NRS 218G.250(1)(c) requires state agencies, other than elected officers of the

State, to submit a plan effor corrective action to the Director of the Afterbeing
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ef—the—Departmem—ef—AdmmlstraﬂenGovernors Flnance Offlce W|th|n 60 Worklng

days_after receipt of notification an audit has been accepted by the Leqgislative
Commission or Audit Subcommittee if the audit contains recommendations for
corrective action. The agency should also submit a copy of theircerrective-action
plan to the Administrator ef-the-Bivision-of-tnternal-Audits-and (o the Legislative
Auditor.

—NRS 218G.27502186-270(2) requires the Governor’s Finance Office to report on
the status of the implementation of Legislative Audit recommendations within Six
months after the period for submission of the plan for corrective action. In order to
meet statutory deadlines, Eforty-Efive (45) days prior to the six month six-menth
reporting deadline, the agency shall provide the Division with a status report along

withand supporting documentation indicating the status for each recommendation
mcluded mf—er—m%lemenﬁtﬁ the Dlan for corrective acﬂonee#eetw&elane#aet@n

b.a. 1—Fu|ly |mplemented - the agency took all actions necessary to
satisfy the recommendation as of the date of the status report.

e:b.2—Partially implemented — the agency took some actions to satisfy the
recommendation, but not all necessary actions to implement the audit
finding as of the date of the status report.

&-c.3—-No action — the agency did not take any action on the recommendation
as of the date of the status report.

3. NRS 218G.2560 2186-260-allows the Director of the Governor’s Finance Office to
take certain actions if anSheuld—any agency refuses to submit or implement a
correctlve plan of actlon—eHe—ee#eFm—eu#suam—te—the—plan—the—D#eetepef—the
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2406 State-orFederal-Audit Reports 2466

NRS 353.325 requires akEaeh State agency receiving an audit report to submit the report
and any response by the agency to the Governor’s Finance Office within 10 days of
receipt and allows for certain uses of the report, including the opinion and any findings in
the audit report, without consent of the auditor. Under this provision, agencies should
also submit the results of federal monitoring site visit review reports as well as any other
correspondence that requires an agency response or corrective action plan. Submission
of the report to the Administrator efthe Bivision-satisfies this requirement.
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2414 ool Mlenogornond oarouy oo
EvaluationCompliance Review

1. The Compliance Review section is responsible for testing state agency expenditures

to determine their correctness in accordance with NRS 353.090353-090.

1 Each agency contacted-by-the Division-of-Internal-Audits- Financial

Managemen%@em%anee%ewewéeeﬂen—seeﬂe&shall provide copies of or make
make—avaiabiavailableitytee its written policies and procedures forreview-—in

addition—each-agency-shallprovideas well as access to its records upon Finaneial

Management'sCompliance Review's—request_from Compliance Review section
staff.

. 3—GemphaneeLReV|ews the aqency Fmaneral—M&nagement—may&lse—pe#eHmn—
site-evaluationsreviews-to determine compliance with internal control standards,

the-ageney’s-written policies and procedures; and applicable laws and regulations.
This —Fhis-inclydes-consists of reviewing the agency’s policies and procedures,
observmq operating procedures |nterV|eW|nq agency personnel Fhe-evaluation

testlnq transactlons Rewews may be on -site or conducted remotelv Staff mav
employ any reasonable techniques to determine anthe agency’s compliance in the
processmq of its transactlons %wemnq%h&aqenew&pehere&qu—meeedure&
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4. 4-Upon completion of the review and/or evaluation, Compliance Review Finaneial
Management-may issue findings of non-compliance or recommendations for
improvements to the agency.

5. Within 10 working days after receipt of the preliminary findings and
recommendations, the head of the reviewedaudited agency shall provide a written
response to the Administrator-ef-the-Bivision, —Fheresponse-shall-includinge a
written-statement of acceptance, explanation; or rebuttal concerning the findings
or recommendations, and a timetable for implementing any required corrective

actionsaddressing-the recommendations.

%6. Reasons for not addressing any recommendation shall be justified in writing

to the Manager-of Financial-ManagemenAdministrator efthe Divisiontand made
available to the Director of the Governor's Finance OfficeDirector—of—the




NRS 353A.020 353A-020-requires Fthe Director of the Administration-Governor’s Finance
Office, in consultation with the Executive Branch Audit Committee and Legislative Auditor,
shall to adopt a uniform system of internal accounting and administrative control_and
requires each agency to develop written procedures to carry out its system of internal
accounting and administrative control. (NRS-353A-0620)

The purpose of internal control is to help ensure that the following objectives are being

achieved:
» Effectiveness and efficiency of operations

* Reliability of financial reporting
» Compliance with applicable laws and regulations.

There are five standards of internal control:

1. —Control Environment: Management and employees should establish and

maintain_an_environment throughout the organization that sets a positive and
supportive attitude toward internal control and conscientious management.

2. 2-Risk Assessment: Internal control should provide for an assessment of the risks
the agency faces from both external and internal sources.

3. 3—Control Activities: Policies, procedures, technigues; and mechanisms

implemented by management to address all levels and all functions of an agency
covering operational, financial reporting; and compliance issues.
4. 4—Information and Communication: Information should be recorded and

communicated to management and others within the entity who need it and in a
form and within a time frame that enables them to carry out their internal control

and other responsibilities.
5. 5-Monitoring: Internal control monitoring should assess the quality of performance

over time and ensure that the audit findings and other issues are promptly re-
solved.
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Refer to Firancial-Management'sDivision’s -web page_- Developing Written Procedures
{hﬁp#dmtaud—state%m%m&nea%gmm#emm)—for guidance te—assist—in the

development and documentation of the agency’s policies and procedures for compliance
with the State’s uniform system of internal accounting_and; administrative control; and
minimum internal control guidelines.

2418 Agency Review-and/-Evaluation and Biennial
Reports

NRS 353A.0250353A.-025 requires each agency to periodically review its system of
internal accounting and administrative control. To meet the requirements of this statute,
Eeach agency is required to perform, at a minimum, ar-anndala biennial internal control
review and evaluation to identify potential areas of weaknesses; and non-compliance--.
The annual-biennial review should include:

1. +—An evaluation of _the agency’s actual procedures by completing the “Self-
Assessment Questionnaire” (SAQ)__and comparing the agency’s written
procedures to the SAQ to ensure written procedures address all possible
processes. This evaluation should include—by—threugh observationirg and

interviewing of of persons involved Wlth each flscal process.

32.  3—A comparison of the actual procedures used by agency staff to the

agency’s written procedures.

3. 4-AFesta sample test of each typekind of transaction processed by the agency.
Agencies may useirg the trans-actiontransaction testing checklist available on the
Finanecial-ManagementwebsiteDivision’s web page — Forms and Resources- or.an
equivalent document.

4. The SAQ and the transaction testing checklist must be maintained by the agency,
but does not need to be submitted to the Division.

Upon completion of the above evaluations, each agency shall address any areas of
weakness or _non-compliance and document a corrective _action plan. Findings and
corrective action plans should be summarized on the Report on Internal Controls. —For
departments with multiple divisions or agencies, findings and corrective action plans for
each division or agency should be summarized on one departmental Report on Internal
Controls. Findings and corrective actions should by identified by individual agencies. The
Report on Internal Controls should be submitted to the Director of the Governor’s Finance
Office on or before July 1 of each even-numbered calendar year. Submission of the

egort to the Admlnlstrator of the Division satisfies this reguwement
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ManySome agencies usedepartments—have a centralized fiscal officeageney that-to
performs their fiscal and accounting services—for-multiple—agencies. TheA centralized
fiscal officeageney may complete one SAQ for all the agencies it assists; as long as the
fiscalageney’s-procedures used by the centralized fiscal office are the same for all eftheir
assisted-agencies for whom it provides services. Both Fthe BDdepartment Ddirector
overhead-of the centralized fiscal officeageney and the lead supervisor of the centralized
fiscal office_ must sign the SAOQfiscal-agency's—SAOalong-with-the-head-of thefiscal
ageney. An agency using a centralized fiscal officeFhe-assisted-agencies must still
complete an SAQ for anythe procedures ithey performs directly, and—Assisted-agencies
must _coordinate with the centralized fiscal officeageney to ensure that-all applicable
guestions are answered. The centralized fiscal office must make any agency for which it
provides services-and-thatthe-assisted-agencies-are aware of any non-compliance noted
in the SAQs.

The Division summarizes agencies’ findings and corrective action plans and identification
of any agencies not submitting the Report of Internal Controls in a report issued per NRS
353A.025.

Useful Links:
= Self-Assessment Questionnaire (SAQ)
= Sample Transaction Testing Checklist
= Biennial Report Instructions
= Biennial Report on Internal Controls
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